COUNTY OF BERNALILLO, NEW MEXICO
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

I. Summary of signiﬁcant accounting policies -

The ﬁnancxal statements of the County of Bernah]lo (County) have been prepared in conformity
with generally accepted accounting principles as applied to governmental entities. The
significant governmental accounting policies are described below:.

A. Reporting entity

The County was established by the laws of the Tetritory of Néw Mexico of 1876, under the
. provisions of the act now referred to as Section 4-1-1 of the New Mexico ‘Statutes Annotated,
1978 Compilation. The County operates under the comm1s51on-manager form of government
‘and provides the following services as authorized in the grant of powers: public safety
- (sherlff fire, emergency medical, eic.); highways and streets, sanitation, health and social
- services, low rent housing assistance, culture-recreation, publlc improvements, plannmg and
zoning, and general administration services.

The County’s basic financial statements include all act1v1t1es and accounts of the County’s
“financial reportmg entity.”

The financial reporting entity consists of (a) the primary government, (b) organizations for
which the primary government is financially accountable, and (c) other organizations for
- which the nature and significance of their relationship with the primary government are such
that exclusion would cause the reportmg entlty $ ﬁnanc1al statements to be mlsleadmg or
‘incomplete., :

The definition of the reporting entity is based primarily on the notion of financial
accountability. A primary government is financially accountable for the organizations that
make up its legal entity. It is also financially accountable for legaHy separate organizations if
its officials appoint a voting majority of an orgamzatlon s governing body, and either it is
able to impose its will on that organization, or there is a potential for the organization to
provide specific financial benefits to, or impose specific financial burdens, on the primary
government. A primary government may also be financially accountable for governmental
orgamzatlons that are fiscally dependent on it. : :

A prlmary govermnent has the ability to 1mpose 1ts will ‘on an orgamzatlon 1f it can
" significantly influence the programs, projects, activities, or level of services performed or
‘provided by the orgamzatlon A financial benefit or burden relatlonshlp exists if the primary
~ government (a) is entitled to the organization’s resources; (b) is legally obligated or has
otherwise assumed the obhgahon to finance the deficits of, or prov1de financial support to,
the organization; or (c) is obligated in some manner for the debt of the organization, There
are no agencies, organizations or activities meeting any of the above criteria that are
excluded from the County’s reporting entity.

37



COUNTY OF BERNALILLO, NEW MEXICO
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

Some organizations are included as component units because of their fiscal dependency on
the primary government if they are unable to adopt a budget, levy taxes or set rates or
_charges, or issue bonded debt w1thout approval by the prlmary government

There are no component umts durmg the fiscal year ended Ju une 30, 2007.
B. Government-wide and fund financial statements

~ The government-wide financial statements (i.e., the statement.of net assets and the statement
of changes in net assets) report information. on all of the nonfiduciary activities of the
primary government. For the most part, the effect of interfund activity has been removed

- from these statements. Governmental activities, which normally are supported by taxes and
r1ntergovemmental revenues, are reported separately from.business-type activities, which rely
to a significant extent on fees and charges for support. Likewise, the primary government is
reported separately from certain legally separate component units for which the primary
government is financially accountable,

~ The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include 1)
~charges to customers or applicants who purchase use, or directly benefit from' goods,

~ services, or pr1v11eges provided by a given function or segment and 2) grants and
‘contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among program
revenues are reported instead as general revenues.

Separate financial statements are prov1ded for governmental funds, proprietary funds, and

fiduciary funds, even though the latter are excluded from the govemment-w1de financial
statemerits. Major individual governmental funds and major individual enterprise funds are
reported as separate columns i in the fund ﬁnanc1a1 statements

C. Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the economic resources

measurement focus and the accrual basis of accounting, as are the propnetary fund financial
" statements. - Fiduciary fund ﬁnan01a1 staternents are reported using the accrual basis of
" accounting and have no measurement focus, Revenues are recorded when earned and

expenses are recorded when a liability is incurred, regardless of the timing of related cash

flows. Property taxes are recognized i in the year for which they are levied. Grants and
“similar items are recogmzed as revenue as soon as all e11g1b111ty requirements 1mposed by the
'-pr0v1der have been met

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
as soon as they are both measurable and available. Revenues are considered to be available
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when they are collectible within the current period. For this purpose, the County considers
- revenues to be available if they are collected within 60 days of the end of the current fiscal
period. Expenditures, generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, -as well as expenditures related to
compensated absences and claims and judgements, are recorded only when payment is made,

. Property. taxes, gross receipts taxes, motor vehicle taxes, cigarette taxes, gasoline taxes,
licenses, and .interest associated  with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period.
Derived gross receipts tax revenue is recognized when the underlying exchange transaction
takes place. A small portion of the gross receipts tax revenue is derived from an estimate of
delinquent taxes not yet collected and available. Only the portion of special assessments
teceivable due within the current fiscal period is considered to be susceptible to accrual as
revenue of the current period. All other revenue items are considered to be rneasurable and
‘avallable only when cash is received by the County

The County reports the following major govemmental funds

. The General fund is.the County’s primary operating fund. - It accounts for all the financial
- resources of the general governrnent except those requlred to be accounted for in another
fund. o S _

The TRAN Debt Servzce fund accounts for the accumulatlon of resources and payment of
tax revenue antlclpatlon notes pr1n01pal and mterest from County resources : '

- Addltlonally, the govemment reports the followmg fund types

Internal service funds account for operations that provide services to other departments or
agencles of the County on a cost-reimbursement basis. The County’s internal service fund
is the Risk Management fund, which is used to account for its risk management activities.

. Private-sector standards of accountmg and financial reporting issued prior to December 1,
1989, generally are followed in both government-wide and proprietary fund ﬁnanclal
statements to the extent that those standards do not conflict with or contradict guidance of
the Governmental Accounting Standards Board. Governments also have the option of
following subsequent private-sector guidance for their business-type -activities - and
enterprise funds, subject to this same limitation. The County has elected not to foliow
subsequent private-sector guidance. _ :

As a general rule, the effect of interfund activity has been eliminated from the government-
wide financial statements. Exceptrons to this general rule are charges between the
government’s risk management and various other functions of the government. Elimination
of these charges would distort the direct costs and program revenues reported for the various
functions concerned.
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Amounts reported as program revenues include 1) charges to customers or applicants for
goods, services, or privileges provided, 2) operating grants and contributions, and 3) capital

- grants and contributions, including special assessments. Internally dedicated resources are
reported as general revenues rather than as program revenues. Likewise, general revenues
include all taxes. o S

Proprietary funds distinguish operating revenues and expenses from nonoperating items.

- Operating revenues and expenses generally result from providing services and producing

- and/or delivering goods in connection with proprietary fund’s principal ongoing operations.

. Approximately 85% of the operating revenues of the.County’s five propnctary funds consist
of user and admmlstratlve fees. .

The modiﬁed accrual basis of -accounting is followed by the governmental fund types and
agency. funds for financial statement purposes. Under the modified accrual basis of
accounting, revenues and other governmental fund financial resource increments :are
recognized in the accounting period in which they become measurable and available to pay
liabilities of the current period (amounts collected within 60 days after year end).”

Those revenues. susceptible to_accrual are property taxes, gross receipts taxes, investment

income and charges for services. Grant revenues are recognized as revenues when the
related costs are incurred.  All other revenues are recognized when they are received and are
not susceptible to accrual, because they are usually not measurable until payment is actually
received.  Expenditures .are recorded as liabilities when they are incurred, except for
unmatured interest on general long-term debt which is recognized when due, and certain
compensated absences which are recognized when the obhgatlons are expected to be
liquidated with expendable available financial resources.

'The accrual basis of accounting is utilized by proprietary fund types. Under this method,
revenues are recorded when earned and expenses are recorded at the time llabllmcs are
incurred.

- The County reports unearned revenuc on its combined balance sheet. Unearned revenues

- arise when a potential revenue does not meet both the “measurable” and “available™ criteria

for recognition in the current period. Unearned revenues also arise When resources are

. received by the County before it has legal claim to them, as when grant monies are received

prior to the incurrance of qualifying expenditures. In subsequent periods when both revenue

- recognition criteria methods are met or when the County has a legal claim to the resources,

the liability for deferred revenue is removed from the combined balance sheet and revenue is
rccogmzed

“When both restrlcted and unrestricted resources are available for use, it is the County s
polrcy to use rcstncted resources ﬁrst and then unrestrlcted resources as they are recorded
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. D. Assets, liabilities, and net assets or equity

L Deposits and investments

The County’s cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of
acquisition. Investments in the County’s cash are stated at cost, which approximates fair
. value except for GNMAs and PEFCOs, which are recorded at fair market value using, quoted
. market prices for financial statement purposes. Interest income, realized gains and losses on
. investment transactions, and amortization of premiums/discounts on investment purchases
are included for financial statement purposes as investment income and are allocated to
participating funds based on the specific identification of the source of funds for a given
_investment. : .

State Statute Sections 6-10-44 and 6-10-10(f), NMSA 1978, as amended, authorize the
County Treasurer to invest in United States Treasury certificates, United States Treasury
bonds or negotiable securities of the United States, bonds or negotiable securities of the State
of New Mexico or of any county, municipality, or school district and yield maintenance
. repurchase agreements with the advice and consent of the County Board of Finance. The
. Treasurer’s investment procedures must be consistent with Bernahllo County Investment
Policy. - :

2. Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements
~ outstanding at the end of the fiscal year that are expected to be paid back within the year are

referred to as “due to/from other funds.” Lending/borrowing arrangements not expected to be

paid back within the year are referred to as “advances to/from other funds.” Any residual
- balances outstanding between the governmental activities and business-type activities are
: reported in the governmental-wide financial statements as “mternal balances.”

Advances between funds, as reported in the fund ﬁnanma.l statements, are offset by a fund
balance reserve account in applicable governmental funds to indicate that they are not
available for appropriation and are not expendable available financial resources. :

All property tax receivables are shown net of an allowance for uncollectibles, - The property
tax receivable allowance is equal to 10.6% of outstanding property taxes at June 30, 2007.

The County is respon51b1e for assessing, collectmg and dlstnbutmg property taxes for other
governmental entities and its own operational and debt service purposes. Property taxes are
assessed on November 1 of each year based on the assessed value on the prior January 1 and
are payable in two equal installments by November 10 of the year in which the tax bill is
prepared and by April 10 of the following year. Property taxes are delinquent if not paid by
December 10 and May 10. Taxes on real property are a lien from January 1 of the year for
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which the taxes are imposed.. Collections and remittance of County property taxes are
accounted for in the County Treasurer Agency Funds. The billings are considered past due 60
days after the respective tax billing date, at which time the applicable property is subject to
lien, and penalties and interest are assessed.

3. Inventories and prepaid items

The inventories in the general fund consist of fuel, vehicle parts, and fluids, Inventories are

- recorded using first-in, first-out cost method. The costs of inventories in governmental fund

- types .are recorded as expenditures when purchased therefore, the inventory amount is not
- available for appropriation. : -

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.

4. Capital assets

‘Capital assets, which include property, plant, equipment, software, and infrastructure assets
- (e.g., roads, bridges, and similar items), are reported in the applicable governmental or
business-type activities colummns in the government-wide financial statements., The County
defines capital assets as assets with an initial, individual cost of more than $1,000 and
estimated useful life in excess of one year and after July 1, 2005 an individual cost of $5,000.
Purchased or constructed assets are recorded at historical cost or estimated cost. Donated
capital assets are recorded as estimated fair market value at the date of the donation

The cost of normal maintenance and. repairs that do not add to the value of the asset or
matertally extend assets lives are not capltalized

- Major outlays for capital assets and improvements are capitalized as projects ate constructed.
Interest incurred during the construction phase of capital assets of business-type activities is
included as part of the capitalized value of the assets constructed

: Property, plant and equipment of the primary government, as well as the component umts is
depreciated using the straight line method over the following estimated useful lives:

Assets i R Years
Infrastructure C R 10-80
Buildings and other 1mpr0vements 15-40

Machinery and equipment - - ‘ - 5-10
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5. Restricted Assets

Certain resources are set aside for repayment of General Obligation and Special Revenue

~ Bonds, and are classified as restricted assets on the balance sheet because they are
maintained in separate bank accounts and their use is limited to' the applicable -bond
covenants.

6. Compeﬁsated absences

County employees may accumulate limited amounts of vacation pay which are payable to the
employee upon termination or retirement. For governmental funds, expenditures are
recognized during. the period in which vacation costs become payable from available,
expendable resources. ‘A liability . for. amounts earned but not payable from available,
expendable. resources, is reported in the government-wide - financial statements. For
proprietary funds, vacation costs are recognized as a liability when earned.

County employees may accumulate limited amounts of sick leave. For governmental funds,
expenditures are recognized during the period in which sick leave costs become payable from
available, expendable resources. For proprietary funds, sick leave costs are recognized when
vested or taken, whichever occurs first. : :

7. Long-term obligations

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type
statement of net assets. Bond premiums and discounts, as well as issuance costs, are deferred
and amortized over the life of the bonds using the effective interest method. Bonds payable
are reported net of the applicable bond premium or discount. - Bond issuance costs are
reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of debt
issued is reported as other financing sources. Premiums received on debt issuances are
- reported as other financing sources while discounts on debt issuances are reported as other
- financing uses. I[ssuance costs, whether or not w1thheld from the actual debt proceeds
received, are reported as debt service expenditures. : :

8. Net Assets
The government-wide and business-type activities fund ﬁnan01al statements utlhze a net

assets presentatlon Net assets are categorized as follows:
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Investment in capital assets, net of related debt — This category reflects the portion of net
assets that are associated with capital assets Iess outstanding capital asset related debt.

-',Restneted net assets ~ This category reﬂects the portion of net assets that have thil'd party
limitations on their use.

Unrestricted net assets ~ This category reflects net assets of the County, not restricted for
any project or other purpose.

9.. Fund Equity Reservation and Des:gnatzons

In the fund financial statements, govemmental funds report reservations of fund balance for
amounts that are not available for appropriation or- are legally restricted. Designations
- represent tentative managerial pians that are subject to change Fund eqmty was reserved
for: : - : : :

. Reserved for debt service - Amounts legally restncted for the payment of long-term debt

Reserved for mventory Segregates a portlon to 1nd1cate that although supphes rnventory is
an asset, it does not represent an available, spendable resource.

Reserved for note receivable - Segregates a portion to indicate that although the notes
receivable is an asset, it does not represent an available spendable resource.

: -Reserved for advances to other funds - The amount of advances to other funds not
avarlable for appropriation and/or expendlture :

Res_erved for 'pr.epaldtltems - Segregates a portion to indicate that although prepaid items
- - are an asset, it does not represent an available, spendable resource.

Reserved for encumbrances - Represents the amounts that were budgeted as current year
. expenditures, which were unspent at year-end and whlch were encumbered and rebudgeted
- for the subsequent year. : -

: Reserve for reserve requirement — Represents the 3/12 of budgeted expénditures in the
. general fund that is required by the New- Mexxco Department of Flnance and Admmlstratton
to maintain an adequate cash flow. : :

Reserve for Detox services — represents amount for funding that may have to be returned if
adequate funding is not received.

Unreserved designated for subsequent years’ expenditures - Represents the amounts,
other than carryover expenditures, that are required to be designated for subsequent years’
expenditures.
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Unreserved, undesignated — Amounts, which have not been reserved or designated for any
.- purpose. These funds are available for unrestricted usage by the County

10. Cash Flows

- For purposes of the Statement of Cash Flows, the various enterprise funds consider all highly
- liquid assets (excluding restricted assets) w1th maturity of three months or less when
purchased to be cash. equlvalents :

1 1.- Boml Premiums/Issuance Costs

In governmental fund types, bond premiums and issuance costs are recognized in the current
period. Bond premiums are presented, separately as other financing sources.

12, Presentation

Certain reclassifications of prlor year 1nformat10n have been made to conform to current year
presentation. :

13." Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
_ principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and labilities at the date
. of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

I1. Reconciliation of government-wide and fund financial statements

A. Explanation of certain differences between the governmental fund balance sheet and
. the government —wide statement of net assets

The governmental fund balance sheet includes a reconciliation between fund balance — total
governmental funds and net assets —governmental activities as reported in the government-
wide statement of net assets. One element of that reconciliation explains that “long-term
liabilities, including bonds' payable, are not due and payable in the current period and
therefore are not reported in the funds.” The details of this difference are as follows:

Bonds and bond anticipation notes payable | N $ (265,055,264)

Capital leases payable N . L R (1,350,110)

Long-term note payable . . | o . (3,897,062)

, Compensated absences L (11,975,204)
~ Net adjustment to reduce fund balance — total governmental funds -

To arrive at net assets — governmental activities $ (282,277,640)
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B. Ex'planation of certain differences between -the governmental fund statement of
revenues, expenditures, and changes in fund balances and the government-wide
statement of activities.

- The governmental fund statement of revenues, expenditures, and changes in fund balances
includes a reconciliation between net changes in fund balances — total governmental funds
and changes in net assets of governmental activities as reported in the government-wide
statement of activities. One element of that reconciliation explains that, “Governmental
funds report capital outlay as expenditures. However, in the statement of activities the cost
of those assets is allocated over their estimated useful lives and reported as depreciation
expense.” The details of this dlfference are.as follows -

Capital outlay $ 48,309,386

Expenses * 6,273,477
Capital contributions - Infrastructure 2,150,159
Depreciation expense . : : R - (21,790,666)

Net adjustment to decrease net changes in fund balances — total
Governmental funds to arrive at changes in net assets of
Governmental activities : $ 34942356

- Another cléement - of that reconciliation states that, “the issuance of long-term debt (e.g.,
bonds, leases) provides current financial resources to governmental funds, while the
repayment of the principal of long-term debt consumes the current financial resources of
governmental funds. Neither: transactlon, however, has any effect on net assets. The details of
this difference are as follows: : :

Debt issued or incurred: : o
Issuance of general obligation bonds £ (10,000,000)

Bond issuance cost - : : 175,948
Discount ‘ ' - : 60,633
Principal repayments: : _
- .- General obligation bonds ’ ' 4,895,000
-Revenue bonds : . . T . 6,010,000
Long-term note : S ' ' ' 1,689,320

Net adjustment to decrease net changes in fund balarices —
- Total governmental funds to arrive at changes in net assets

of governmental activities $ 2,730,901

Another element of that reconciliation states that “Some expenses reported in the statement
‘of activities do not requn‘e the use of current financial resources and therefore are not
reported as expendltures in governmental funds ” The deta11s of thls d1fference are as
follows:
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Compensated absences S $ (1,993,385)
Accrued interest . ' ' 265,286
Amortization of deferred charge on refundmg - (281,453)
Amortization of bond discounts - (26,482)
Amortization of issnance cost - - - {76,548)

Net adjustment to decrease net changes in fund balances —total
Governmental funds to arrive at changes in net assets of

Governmental activities . $ (2,112,582)

IXI. Stewardshlp, compllance and accountablllty
A Budgetary mformatlon

Actual amounts on the budgetary basis financial statements are prepared on the cash basis of
- accounting which recognizes revenues when received and expenditures when paid.  Annual
“budgets are adopted for the general, internal service, most special revenue, debt service
funds, and some proprietary funds. The proprietary funds, and the following governmental
funds dld not adopt annual operatmg budgets during the current fiscal year

Special Revenue: Debt Service:

Grants - . 'Series 1996 Reserve
Public Works Grants Series 1996B Reserve
Section 8 Housing — Vouchers -~ Series 1997 Reserve :
Sheriff’s Investigative Fund - - Refunding Series 1998 Reserve
Law Enforcement Block Grants Refunding Series 2005 Reserve
All Capital Projects Funds
Proprietary Funds

Bernalillo County Housing Authority
Seybold Village Handlcapped Project
El Centro Fam111ar

Budget amounts for Capital Projects Funds and certain Special Revenue Funds are individual
project budgets authorized by the County Commission for the entire length of the project.
The County Manager has administrative authority to make line item changes within a
specific capital project without County Commission approval if the total change does not
exceed 10 percent of the original budget. Once the County Commission has approved grant
applications for projects, the County Manager is authonzed to expend any funds awarded as
a result of the grant application.

The County Manager is responsible for preparing the budget from requests submitted by

division directors. The appropriated budget is prepared by line item within object class,

program, department and fund; revenues expected to be available are estimated to provide for

balanced budgeting. The comprehensive budget package is brought before the County
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‘Commissioners for approval by resolution. The proposed budget is then submitted by June 1
~to the New Mexico Department of Finance and Administration Local Government Division
(DFA) for approval. DFA certifies a pending budget by July-1 with final certification of the
- ‘budget by the first Monday of September. The expenditure section of the budget, once
adopted, is legally binding. Based on the final certified budget submitted, DFA certifies the
allowable tax rates for property taxes in September. - .

Transfers of appropriations within a fund may be made. with cognizant Deputy County
Manager or elected official approval. Increases or decreases in the budget of a fund or
transfers of appropriations between funds must be presented to the County Commission for
approval by resolution and must subsequently have DFA approval. Amendments made to the
original budget are included in the budgetary comparison statements-of this report,. which
reflect actual to budget.

- Budgets and amendments to the budgets for all funds are adopted in-a legally permissible
manner. The legal level of budgetary control is the fund level. Expenditures may not legally

exceed budgeted appropriations at the fund level except for the Emergency Medical Services
and Fire District funds, whose legal level of budgetary authority is at the program or district
level. All outstanding encumbrances must be rebudgeted in the next year’s budget. During
the year, several supplementary appropriations were necessary.

Budgetary compliance — non GAAP financial statements

The County prepares i_té annual ._budgét on a non-GAAP. basis of accounting as described
above. A reconciliation of the general fund non-GAAP statement to the GAAP statement is
as follows:

_ General Fund
Net changes in fund balance — GAAP basis $ 48,233,817
(Increases) decreases in assets: _
Accounts receivable (34,912,138)
Due to/from other funds (11,037,431)
- Accrued interest _ : _ _ 3 (578,067)
Inventory . o - 980,458
Increase (decrease) in liabilities: - , .
- Accounts payable . 33,047,639
- Deferred revenue R - - 9,572,609
Accrued payroll. S 824,124
Net changes in fund balance — Budget to Actual $ 46,131,011 -
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B. Deficlt fund equlty

There is a deficit fund balance in the Series 2004 GRT Revenue Bond Debt Service Fund in the
amount of $140,113. A FY08 General Fund revenue transfer will cover the deficit in this fund.
There is unreserved/undesignated deficit fiund balance in the Public Works Grants Fund, Grants
Fund, the Law Enforcement Block Grant Fund, Public Health Fund, in the amount of
$1,422,505, $7,890,875, $16,679, and $816,949 respectively. The deficit fund balances are
primarily attributed to large encumbrance balances at year-end. The County expects to bill the
granting agency in the' future to cover the deficits in the grant funds. There is an
unreserved/undesignated deficit fund balance of $1,099,882 in the DWI Services Fund.
$245,391 is attributed to encumbrance balances at year-end. ‘The‘ County expects that FY08
grant and operating revenue will be sufficient to cover the remaining deficit. There is a deficit
net asset balance of $623,005 in the Solid Waste Fund. The County expects that FY08 operatmg
revenue will be sufficient to cover the deficit. :

Detalled notes on all funds
A, Cash and investments
As of June 30, 2007 , the County had the following investments.

Weighted Maturity

Investment Fair *

‘ - Type Value " Average (Months)
Federal Home Loan Bank 88,369,566 - 1537
Federal Mortgage Acceptance Corp. - 20,053,286 2.47
Federal National Mortgage Assoc. 22,516,215 1.97
Hypo Bond 30,000,000 0.85
Repurchase Agreements 16,681,279 15.83
Certificates of Deposits 35,300,000 0.50

Total fair value $ 212,920,346 B
Portfolio weighted average maturity o 1.93

Interest Rate Risk. The County’s investment policy does not limit investment maturities as a
means of managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk. The County’s investments shall be in accordance with State Law, 6-10-10, and 6-
10-10.1 NMSA 1978, including but not limited to the following: Treasury Bills, Notes, Bonds,
Strips, and US Government securities which are backed by the full faith and credit of the U.S.
Government. Negotiable securities of the State of New Mexico or any county, municipality, or
school district with the advice and consent of the Board of Finance per 6-10-44 NMSA 1978, 6-
10-10F NMSA 1978, 6-10-10 NMSA 1978.

As of June 30, 2007, the County’s '_investmen'ts:in‘ U.S. Agencies with the Federal Hoine Loan
Bank, the Federal Mortgage Acceptance Corporation, and the Federal National Mortgage
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Association were all rated Aaa by Moody’s Investors Service and AAA by Standard & Poor’s.
The County’s investments in HYPO bonds and Repurchase Agreements were rated Aaa by
Moody’s Investors Service and AAA by Standard & Poor’s. -

Concentration of Credit Risk. The County’s investmen_t policy. places no limit on the amount the
County may invest in any one issuer. More.than 16 % of the County’s investments are in
Certificates of Deposit with the County s local banks with maturities ranging from 15 days to 1
~ year. The County’s investments in U.S agencies total 41.5% with the Federal Home Loan Bank,

'9.4% with the Federal Mortgage Acceptance Corporation, and 10.6% with the Federal National
Mortgage Association and the remainder of 14.1% is invested in' HYPO Bonds and 7.8% is
invested in Repurchase Agreements, Of the total investments. of $212,920,346, 16.4 % is
invested with Bayerische, 14.6 % is invested with Brookstreet Securities, 14.1 % is invested with
Jefferies & Co., 8.3 % is invested with Coastal Securities, 7.1 % is invested with Multi-Bank.
Inc., 7.1 % is invested with UBS Financial Securities and 5.6 % is.invested with ‘Southwest
Securities.

Custodial Credit Risk. For an investment, custodial credit risk is the risk that, in the event of
failure of the counterparty, the County will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. As of June 30, 2007,
$16,446,098 of the County’s investment in CD’s was exposed to custodial credit risk of that,
$16,241,340 with New Mexico Bank & Trust and $224,758 with Charter Bank was uninsured
and uncollateralized. All other cash balances are not exposed. They are fully collateralized and
the collateral is held in the County’s name. The County’s investments in U.S. Agencies carry the
explicit guarantee of the U.S. Government. - The remaining investments are not exposed to
custodial credit risk. All are fully collateralized and the collateral is held in the County’s name. -
A reconciliation of cash and investments for the County follows:

Bank accounts $ . 40,790,700

Petty cash on hand _ 1,890
Reconciling items Co 0
Carrying amount of investments 212,920,346

Total cash and investments $ 253,712,936

Statement of Net Assets
Primary Government

Cash and investments: =~~~ ' $224,635,700
Cash-restricted ' o 16,681,279
Statement of Fiduciary Net Assets S 12,395,957
Total cash investment R $253,712,936

The County is required to obtain from each bank that is a dep051tory for publlc funds pledged
collateral in an aggregate amount equal to one half of the public money in each account (section
6-10-17 NMSA 1978). The pledged collateral is stated at market value as of June 30, 2007.
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B. Receivables

Properly Taxes
Gross Receipts Taxes
Gasoline Taxes
Motor Vehicle Tax
Cigarette Tax . _
Transportation Fees
Clerk's Fees
Solid Waste Fees
Special Assessments
Intergovernmental
Due from other governments
TRAN
Other
Gross Receivables
Less: allowance for
Uncoltectibles
Net total receivables

Note receivable

Nonmajor : _ SR
Governmental Enterprise Agency
General Funds Funds Funds Total

$ 7024759 $ 1,064,674 - $26,311,380  $34,390,813
22,536,773 2,760,551 - - 25,287,324
149,714 - - - 149,714
251,082 - : - 251,082
1,222 ' 569 - - 1,791
453,641 - - - 453,541
. 2,636 - - 2,638
- - 3,530,545 - 3,530,545
- - - 708,867 708,867
168,309 . 8,797 - - 172,106
229,912 2,927,137 478,979 - 13,636,028
20488200 - - - 29,488,200
695,128 744,221 43 991 1,440,383
60,998,640 7,483,585 4,000,567 27.021,238 89,513,030
(1,233,588) . (157.810) (2,762,007) . (1,639,679)  (5,693,084)
$ 59,766,052 $ 7,325775 $ 1,247,560 $25481,559  $93,819,946

On April 27, 2004 the County Commission approved a $200,000 loan to the Mid-Region
Council of Governments (MRCOG) for.renovations at the office building at 809 Copper
Avenue NW that is owned by the County and leased to MRCOG under.a lease purchase
agreement. The money will be repaid over 15 years with. interest at 3.9% and principle
payments of $1,470. The balance of this note was $176,003 at June 30, 2007.
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C. Capital assets

Capital asset activity for the year was as follows:

Baiance B R Balance

June 30;5006 ' In'creéses" Decreases June 30, 2007
Governmental activities o ‘ '

Capital assets, not being dcprcciated:. _ o
Land $ 322476209 § 1,681,719 § (180,040) $ 123,977,888

Construction in progress 22,748,760 43,428,506 (5,313,673) 60,863,593
At | 1424512 479,150 - 1,903,662
Total capital assets, .not béing . : _
Depreciated . 146,649,481 45,589,375 (5,493,713) 186,745,143 -
Capital assets, being depreciated; " - IR R I S
Buildings 239,184,886 5,376,730 - 244,561,616
Machinery and equipment 60,013,888 4,622,129 (10,410372) 54225641
Infrastructure 220,785,493 6,049,065 (645,911) 226,188,647
Leasehold improvements S " 2,804,000 409,396 - 3,213,396
Total cap_ital assets being . - . o
Depreciated 522,788,263 16,457,320  (11,056,283) 528,189,300
Less Accumulated depreciation for: -
Buildings (65,377,182)  (9,610,980) - (74,988,162)
-~ Machinery and equipment. . S (50,707,332) (4,536,674) 9,705,429 . (45,538,577)
~ Infrastructure - = - S - (71,626,255) (7,529,487) 138,749 (79,016,993)
: Leasehold improvements i o (570,147) _ © {113,525) - ' ~ (683,672)
.~ Total accumulated depreciation (188,280,’916) §21,790,666) . 9,844,178 (200,227,404) '
Total capital assets, being depreciated, net 334,507,347 (5333,346) (1,212, 105) 327,961,896

Governmental activities capital assets, net $ 481,156,828 § 40,256,029 $ (6,705,818) § 514,707,039

General government expenses include an impairment loss of $690,699 related to the direct
electronic recording machines that have become impaired due to change in state statute.
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‘Balance . -~ . o Balance
June 30, 2006 Increases Decreases June 30, 2007
Business-type activities )
Capital assets, not being depreciated:
Land $ 435352 % - 3 - b3 435,352
Construction in progréss = 34,838 - (20,041) 14,797
Total capital assets, not being deprec:ated 470,190 - {20,641} 450,149
.Capital assets, being depreciated:
Buildings 6,126,254 37,000 - 6,163,254
- Machinery and equipment S 3,020,039 321,444 {1,424,720). . 1,916,763
Total capital assets being depreciated 9,146,293 358,444 (1,424,720 . - ... 8,080,017
 Less accumulated depreciation for: _ ‘
Buildings ' (2,624,675) (196,501) - (2,821,177)
Machinery and equipment (2,042,308) (171,894) 1,424,720 {789,482y
Total agcumulated dcprcmatlon (4,666,983) (368,395) 1,424,720 (3,610,659)
Total capital assets, being depreciated, net 4,479,310 (9,951) - 4,469,358
Business-type activities capital assets, net $ 4 949 500 $ (5951} % (20,041) § 4,919,507

Depreciation expense was charged to functions/programs of the primary government as follows:

‘Governmenta) activities:

General government $ 2,594,120
Public safety . 9,380,251
Culture and recreation L e . 925,554
Public works ' ' 8,032,757
Health and welfare R ; 857,984 -
Total depreciation expense-governmental activities $ 21,790,666 -

Business-type activities: S : :
Solid waste SR TR 173,455

Housing Authority o . R 63,501

Seybold Village 69,529

El Centro Familiar - 61,910 -
Total depreciation expense-business-type activities $ " 368,395
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D. Interfund receivables, payables, and transfers

The composition of interfund balances as of June 30, 2007, is as follows:

‘ Due from _ .
General Nonmajor  Enterprise
Fund Governmental = Funds - . Total
Due to : o
General fund : B - $ 9,766,388 $ 1,302,688 $ 11,069,076
Nonmajor fund ' 145,411 162 - 145,573
Enterprise funds - 420,060 215287 635,347
~ Internal service funds ' 212,406 - - 212,406
Total _ $ 357817 $§ 10,186,610 $ 1,517,975 $ 12,062,402

Advances. For the purpose of financing cost-reimbursement grants, the general fund advanced
the grants fund $1,397,000 and the public works grants fund $100,000. The environmerital fund
financed the initial start-up of the solid waste fund through an advance of which $133,361 is
outstanding at June 30, 2007.

During the year, the County makes various transfers of monies to fund debt service payments,
capital projects, and to reimburse the General fund for cost incurred on behalf of other funds.
Interfund transfers for the year ended June 30, 2007 were as follows:

Transfer to general fund from:

Non major governmental funds $ 824,875
Transfer to TRAN debt Service from
General Fund : S 2.775,0000
Transfers to debt service funds from:
General Fund 13,406,915
Nonmajor governmental funds 632,838
Total transfers to debt service funds 14,039,753
Transfers to capital projects funds from:
General Fund C 55,232
Transfers to special revenue funds from;
General Fund 413,491
Non major governmental funds 656,435

Total transfers to special revenue funds $ 1,069,926
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E. Leases

Capital Leases

The County is obligated to the State of New Mexico for the acquisition of voting machines.
These lease agreements qualify as capital leases and are recorded at the present value of their
future minimum payments. The County does not pay interest on the capital lease obligation.
Assets under capital leases totaled $2,695,850 for machinery and equipment. The following is a
schedule of the future minimum lease payments under capital leases at June 30, 2007:

Governmental
- o - _ Activities
2008 . 5 -
2009 212,282
2010 212,282
2011 - " o 212,282
2012 b ‘ ' 212,282
2013-2014 : 500,982

Total minimum lease payments $ 1,350,110

Operating Leases

During the fiscal year ended June 30, 2007, the County leased equipment, and office space under
operating leases. The County’s expenditures on those leases for the fiscal year ended June 30,
2007, were $1,350,155. The County’s future minimum rental commitments,. accounted for as
operating leases at June 30, 2007, are as follows:

Amount
2008 $ 6,600
2009 : 4,850
2010 S - 3,600
Total $ 15050

The County shares building expense on One Civic Plaza (City/County Building) on a year-to-
year basis. A joint City/County annual operating budget for the building is established one
month prior to the commencement of the fiscal year.

During the year, the County, as lessor, leased various office spaces at a cost of approx1mate1y

$6.4 million and a carrying amount of $2.9 million under operating leases. Rental revenue was
$1,646,767 and depreciation expense on those assets was $244,499.
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F. Long-term debt

Changes in long-term liabilities

Long-term liability activity for the year ended June 30, 2007, was as follows:
. . _ Amounts
.. . Balance : S "~ . Balance " Due within
June 30, 2006 . Additions . . - Deletions .- June 30,2007 - One Year

Governmental Activities:

Bonds:
G.0. bonds B $ 83,475,000 $ 10,000,000 $ (4,895,000) $ 88,580,000 $ 5,600,000
Revenue bonds 181,510,000 - (6,010,000) 175,500,000 5,9_95,000
Deferred amounts: | .
Bond premivms 4,502,472 - (405,609) 4,096,863 -
Bond discounts - (426,125) (60,633) 26,482 (460,276) -
Refunding S (2,942,776) - 281,453 (2,661,323) - -
Total bonds 266,118,571 9,939,367 (11,002,674) 265,055,264 11,595,000
Other [iabilities:
Capital leases 1,350,110 - - 1,350,110 -
Long-term note - 5,586,382 et (1,689,320) 3,897,062 2,392,345
Compensated absences 9,981,819 8,468,739 (6.475,354) 11,975,204 1,167,743
Governmextal activity - R o |
Long-term liabilities $ 283,036,882 §18408,106 $(19,167348) § 282277,640 § 15,155,088
Amounts
Balance Balance Due within

June 30, 2006 Additions Deletions June 30, 2007 One Year

Business-type Activities: -

Bonds payable:

Revenue bonds % (1,780,000 % - $ (40,000) $ 1,740,000 $ 40,000
Compensated absences . 208,560 - 225,571 (268,850) 165281 8,264
Note payable 867,305 366,400 (76,009)  1,157,69 13,590
Business-type activity o . . _ L : o

Long-term liabiliies ~ § 2,855,865 § 591,971 . $ (384.859), § 3.062977 $  61.854

Compensated absences for governmental activities are generally liquidated by the general fund.
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General Obligation Bonds are direct obligations of the County for which its full faith and credit
are pledged and are payable from taxes levied on property located within the County. ‘During
fiscal. year 2007 the County issued $10,000,000 in:general obligation bonds. The general
obligation bonds outstanding as of June 30, 2007 are comprised of the following issues:

. Issue -

Amount

Interest Rate Final Maturity
Series 1997 . $ 7,680,000 4.50%-4.75% December 1, 2017 -
Series 1999 14,075,000 4,50% August 1, 2019
Series 2000 1,355,000 5.10%-5.90% February 1, 2010
Series 2001 4,600,000 4.10%-4.80% October 1, 2021
Series 2002 14,445,000 .. 3.25%-4.70% February 15, 2022
Series 2002A 6,840,000 3.25%-4.25% February 15, 2017
Series 2003 9,060,000 3.15%-4.65% June 15, 2023
Series 2004 3,026,000 4,00%-4.40%" October 15, 2021
Series 2005 12,235,000 3.38%-4.00% February 1, 2020
Series 2005A 5,261,000 4.00%-5.00% February 1, 2025
Series 2006 10,000,000 4.00%-4.25% February 1, 2027
Total $ 88,580,000

The annual debt service requirement to maturity for general obligation bonds is as follows:

Governineﬁtal Activities

Year Ending Principal Interest

June 30, e AR
2008 b 5,600,000 $ - 4,107,404
2009 5,755,000 . 3,818,499
2010 6,250,000 3,597,531
2011 6,050,000 3,364,829
2012 .- 5,105,000 3,143,425
2013-2017 28,971,000 12,568,895
2018-2022 25,924,000 6,885,862
2023-2024 , 4,925,000 2,380,050,

$ 88,580,000

$ 39,866,495 .

The Gross Receipts Tax Revenue Bonds are limited obilgatloné of the County, payable.solely
from gross receipts tax revenues. The gross receipts tax revenue bonds outstanding: as of June 30,
2007 are compnsed of the followmg issues: :
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. Issue Amount Interest Rate Final Maturity
Series 1996B . $ 57,875,000 4.95%-5.70% April 1,2027
Series 1997 - -11,800,000 5.00%-5.75% ‘QOctober 1, 2017
Refunding Series 1998 46,700,000 4.20%-5.25% - April 1, 2027
Series 1999 3,405,000 5.00% October 1, 2026
Series 2002 1,280,000 3.00%-3.50% November 15, 2011
Series 2004 , 11,000,000 3.25%-5.25% June 15, 2025
Partial Refunding Series 2005 43,440,000 3.50%-5.25%

The annual debt service requirement to m

$ 175,500,000

follows: :

- ~ zovernmental Activities ,
Year Ending Principal Interest
June 30, . . o
2008 $ 5,995,000 $ 9,008,461.
2009 6,260,000 8,728,578
2010 6,580,000 8,418,579
2011 6,845,000 8,099,148
2012 . 6,850,000 7,782,191
2013-2017 38,150,000 33,627,363
2018-2022 46,490,000 22,750,405
2023-2027 58,330,000 9,311,368

$

175,500,000

$ 107,726,093

October 1,2026

aturity for gross receipts tax revenue bonds is as

At June 30, 2007, the following general obligation bonds were authorized and unissued.

Approved by

VYoters on Purpose Authorized
November 2, 2004 Storm Drain '$ 3,500,000
November 7, 2006 Road Construction and Repair 9,400,000
November 7, 2006 Public Safety 4,300,000
November 7, 2006 Parks and Recreation 2,200,000
November 7, 2006 Library Books - 1,000,000
November 7, 2006 Facility Management 1,100,000

Total $ 21,500,000

Prior Refunding. In prior years, the County defeased certain general obligation and gross
receipts tax revenue bonds by placing cash in an irrevocable trust to provide for all future debt
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service payments on the old bonds. Accordingly, the trust account assets and the liability for the
defeased bonds are not included in the County’s financial statements. At June 30, 2007,
$44,735,000 of gross receipts tax revenue bonds and $6,275 000 of general obligation bonds
outstanding are considered defeased.

Long—Term Notes. January, 2005, the County entered into an agreement w1th the New Mexico
State Department of Transportation for a loan in the amount of $7,401,160 to finance a portion of
the construction of Isleta Boulevard reconstruction project. The loan and interest of $275,840
are to be repaid over four years with pledged federal revenues. The principal payments for the
years ended June 30, 2008 and 2009 are $2,392,345 and $1, 504,717 respectively for a total of
$3 897 062. | '

Busmess-type activities long—term debt

The annual requirement to amortize the Multlfamlly Housing Refunding and Improvement
Revenue Bonds outstandmg as of June 30, 2007 is as follows

~__ Principal ~ Interest
2008 § 40,000 $ 101,790
2009 45,000 99,450
2010 45000 96,817
2011 50,000 94,185
2012 50,000 91,260
2013-2017 310,000 407,453
2018-2022 405,000 305,955
2023-2027 535,000 173,744
2028-2029 260,000 23,107

~ Total § 1,740,000 $ 1,393,761

G. Short-term debt
Tax and Revenue Anticipation Notes

On December 14, 2006, and June 30, 2007 the County issued tax and revenue anticipation notes
(TRANS) in the amount of $30,000,000, and $30,000,000 respectively. The County issues
TRANSs in advance of property tax collections, depositing the proceeds in its general fund.
These notes are used to ﬁnance current expendltures pending receipt of tax payments in May and
November. ' . .
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Short-term debt activity for the year ended, was as follows:

. .Balanc.e : : o Balance
June 30, 2006 Additions Deletions June 30, 2007

Governmental Activities:
Bonds and notes payable: , S : L :
Tax anticipationriotes ~ § 55,000,000 $ 60,000,000 $ (55,000,000) $ 60,000,000

H. Special assessment bonds

The County, acting as the agent for the property owners, issued Special Assessment District
Improvement Bonds to finance street and road improvements. The bonds are payable from and
secured by a pledge of district special assessments. For redemption purposes, the bonds are
numbered consecutively. All or any part of the bonds are subJect to redemption in numerical
order at the option of the County on any interest payment date prior to maturity, at a price equal
to the principal amount thereof plus accrued interest to the redemption. The bonds bear interest
from their issue date and are paid semiannually thereafter until paid. The bonds are not a debt of
the County, and the County did not pledge its full faith and credit for payment of the bonds. The
payment of the bonds is not secured by any encumbrance, mortgage, or other pledge of property
of the County except for district special assessments. No property of the County, subject to
foregoing exception, shall be liable to be forfeited or taken in payment of the bonds.

The activities relating to the collection of special assessments and the payments on special
assessment bonds are included in the agency fund accounts.

The following is a summary of Special Assessment Bonds payablé as of June 30, 2007:. )

Bonds
, Date Amount of Outstanding
Improvement  Interest Date . Series _ Orggmal June 30,
Bonds Rate Issued  Matures Issue -~ 2007
Comanche
Griegos
BC-83-1A 7.25% 12/03 12/15/23 -$1,390,000 $240,000
Comanche ' )
Griegos _ , _
BC-83-1B = 6.25%” '12/03 12/15/23 . $2,085,000 $1,785,000

At June 30, 2007, the Second Sireet, East Mountmn Paradlse Hllls, South Valley, and
Heatherland Hills special assessment bonds had been fully paid. The remaining potentlal assets
were as follows:
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Second East Paradise = South - Heatherland
Street Mountain Hills Valley Hills
- BC-85-3 BC-85-4 BC 84~2 ' BC-84-1 BC-85-5
Cashandinvestments. . $ -  $ 15903 § 10,559 518 805§ -
Accounts receivable: - . _ oo . -
Billed, but uncollected - 1,804 20,021 -~ 17,083 56,650 - 959
Total $ 1804 § 35924 $ 27,642 § 75455 § - ‘059

In accordance with State  Statute Section 4-55A-28, NMSA, 1978 Compilation, the Board of
County Commissioners may transfer to the general fund money obtained from the levy of an
assessment for an improvement district if:

1. Bonds or assignable certificates were issued to finance the improvement; and

2. The funds obtained by the bonds or ass1gnable certificates were spent for the 1mprovement
“and :

3.._ The assessments were . 1ev1ed and collected for the payment of the bonds or ass1gnable
certificates; and - : -

4. Either the bondholdefs or assignable certificate holders are berred by the statute of
- limjtations or a court Judgment or decree from collectmg the mdebtedness or

5. The bonded indebtedness or assignable certlﬁcates have-been paid.

1. Conduit bonds

The County has acted from time to time as the ‘issuer of conduit bonds, the proceeds of which
have been immediately loaned to a private borrower. The County will require a complete

analysis by an independent consultant at the expense of any and all applicants. The County

signed its rights with respect to such bonds to various trustees that monitor amounts due and

payable by the borrower pursuant to a lease, loan or other agreement. The County has no

obligation to repay all or-any portion of such bonds in the event the prlvate borrowers fail to

make their payments when due,

Industnal Revenue Bonds

In ﬁscal year 2007, the County 1ssued Industrlal Revenue Bonds for Prime Therapeutic LLC in
the amount of $9,500,000 and for Verizon Wireless LLC in the amount of $28,000,000
consisting of two separate bond issues. As of June 30, 2007, there were ten series of Industrial
Revenue Bonds outstanding with an original issuance cost of $158,888,543. The remaining
principal balance outstanding as of June 30, 2007 is not available.
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Multifamily Housing Revenue Bonds

From time to time, the County has issued Multifamily Housing Revenue Bonds to provide
financial assistance to private sector entities for the acquisition, construction and rehabilitation of
commercial facilities deemed to be in'the public interest. The bonds are secured by the property
financed and are payable solely from payments received on the underlying mortgage loans.
Upon repayment of the bonds, ownership of the acquired facilities transfers'to the private-sector
entity served by the bond issuance. Neither the County, the State of New Mexico nor any
political subdivision thereof is obligated in any manner for repayment of the bonds.
Accordingly, the bonds are not reported as liabilities in the accompanying financial statements.
As of June 30, 2007, there were eleven series of project revenue bonds outstandmg, with an
aggregate principal amount payable of $93,074,000. . :

J. Fund balance reservations

The New Mexico Department of Finance and Administration (DFA) requlres that 3/12 of
budgeted’ expenditures in the general fund be reserved as subsequent-year expenditures to
maintain an adequate cash flow until the next significant property tax collection. The DFA
required reserve balance for FY07 is $62,11 6,232. Another portion of the general fund balance is
unreserved and designated for subsequent years’ expenditures in the amount $74,202,179 which
includes $39,709,114 designated for unencumbered carryover, $4,100,000 for next year one-time
salary adjustment, $10,000,000 des1gnated for capital projects, $15,000,000 designated for
building funds, and $5,393,065 for budget stabilization. The remainder of the general fund
balance is designated for other reserved expenditures.

K. Financial data schedule reconciliation

The Seybold Village Handicapped Project Enterprise Fund was presented in two columns on the
Financial Data Schedule (FDS). The net assets reconcile to the financial statements as follows:

Net Assets o ) : | ,_  Amount. )
Net Assets — Low Rent 14.850 s 1,390,060
Net Assets— CFP 14.872 17453

Net Assets— Seybold Village Handicapped Project $ 1,407,513

The Section 8 Housing-Voucher Special Revenue Fund was presented in accordance with
generally accepted. accounting standard. as applied to. governmental funds. The FDS equity
balance was adjusted to include the effects of compensated absences that are not reflected i in the
govemmental fund presentation as follows: - :
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Net Assets S R T : Amount
Net Assets —Housing Choice Voucher 14.871 $ 86,565
Compensated Absences 61,636

Fund balance — Section 8 Housing-Vouchers =~ §. 148,201

The Housing Authority :Enterprise Fund was presented in accordance with generally accepted
accounting standards as applied to enterprise funds: - The FDS equlty balance was adjusted to
include the effects of compensated: absences that are reflected in the busmess-type act1v1t1es
enterpnse fund presentatlon as follows

Net Assets | Amount

Net Assets — State/Local -~ - : % 2290395
Compensated Absences Co -~ (61,636)
. Fund balance — Housing Authority sy o 2028759

V. Other information
A. Risk management

: The County is exposed to various risks of loss related to ‘torts, theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees and natural disasters. The
County joined with other county governments to form a Workers” Compensation Pool in July
1987 and a Multiline Pool in-January 1989. ‘These public entity risk pools operate as a
-common risk management and insurance program for workets’ compensation and property
and casvalty coverage. The County pays an annual premium to the pools for general
‘insurance coverage. : L R

The pools are authorized by joint powers agreements entered into by each county as a
separate and independent governmental and legal entity pursuant to the provisions of NMSA
1978 Sections 11-1-1 et -seq. The agreements for formation of the Pools provide that the
.~ pools be self—sustammg through member premiums and reinsure through commercial
. companies for claims in excess of $300,000 and $250,000, respectively, for each insured
event. Both pools are funded entirely by member premiums and are administered by the New
Mexico County Insurance Authority.

The Workers’ Compensation Pool provides workers’ compensation coverage for every
County employee. . There are 28 counties in this pool, which for fiscal years ended 2007 and
2006 contributed a total of $7,081,211 and $5,110,819 respectlvely The premium that each
county pays depends upon the payroll total and the loss experience specific to that county.
For fiscal years ended 2007 and 2006, the County contributed $1,915,153 and $663,192
_ respectlvely, to the Worker’s Compensation Pool. The self-insured .retention level for the

pool during the period of coverage July 1, 2006 through June 30, 2007 was $300,000 (that is
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the maximum amount of coverage for each insured event before obtaining reinsurance). The
pool has reinsurance coverage for losses above that amount from County Reinsurance
Limited. :

The Multiline Pool provides property and -casualty coverage for 24 counties. The coverage

includes buildings and contents, automobile physical damage, general liability, personal

- injury (1nclud1ng civil rights), host.and liquor liability, automobile: liability, public officials

- errors. and omissions, money -and securities, commercial blanket bond (employee fidelity),

-and depositors’ forgery. The total premiums for this pool were $7,237,437 and $6,852,290

for the years ending December 31, 2007, and 2006, respectively. The County paid premiums

to the Multiline Pool in calendar years 2007 and 2006 of $1,692,937 and $1 608,346,
respectively.

The self-insured retention level for this pool during the period of coverage January 1, 2006
through December 31, 2007 is $150,000 for property and $250,000 for liability per
occurrence (that is the maximum amount of coverage for each insured event before obtaining
reinsurance). The pool has reinsurance coverage for losses above that amount from County
Reinsurance Limited, to a policy limit of $2,000,000. Additionally, the pool has purchased
another excess liability policy in the amount of $3,000,000.

The pooling agreements require the pools to be self-sustaining; it is not possible to estimate

the range of contmgent losses to be borne by the County. The Pool Boards retain a

-$3,000,000 equity prior to evaluating any refunds to the participating counties based upon

losses expensed and losses incurred. . The pools retain the risk .of loss to be shared

propornonately by. pool participants. The County does not retain the sole risk of losses

~ incutred by the County. There were no payments in excess of insurance coverage for the
- years ended June 30, 2007, 2006, and 2005. - :

The New Mexico County Insurance Authority has published its own financial reports for the
fiscal year ended June 30, 2006, which can be obtained from the New Mexico Assocxatlon of
Countles 613 Old Santa Fe Trall Santa Fe, New Mexico,’ 87501 '

.‘The County carries commercial insurance for all other risks of loss, including law

enforcement liability; emergency medical, foreign jurisdiction and excess l1ab111ty, b01ler and

: machlnery, and sheriff reserve and rescue personnel. There were no payrnents in excess of
- insurance coverage for the years ended June 30, 2007, 2006 and 2005

B. Contingencies

- Litigation. The County is a defendant in various lawsuits. Although the outcome of these
. lawsuits is not presently determinablé, in the opinion of the County Attorney, the resolution
of these matters will not have a material adverse effect on the financial condition of the
* County. -Insurance ‘deductibles related to outstanding claims are $10,000 per claim.
Occas10nally, the County or its elected ofﬁc1als are named as parties to suits that are not
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.. covered by any insurance policy and the County’s Attorney’s Office provides representation
for such claims. At present there is only one claim that is not covered by insurance. That
claim is pending in the federal district court and the claim does not appear to seek damages in
excess of $50,000.

. Grant Compliance. The County receives significant financial .assistance from the U.S.
government. Entitlement to the resources is generally based on compliance with terms and
conditions of the grant agreements and applicable federal regulations, including . the
expenditure of the resources for eligible purposes. Substantially all grants are subject to
financial and compliance audits by the grantor. As of June 30, 2007, management estimates
that no ‘material liabilities will result from such audits. -

County Medicaid 1/16 Gross Receipts Tax Equivalent. Under State Statute Section 27-10-4,
NMSA 1978 Compilation, a county which does not enact an ordinance imposing a county
- health care gross receipts tax pursuant to State Statute Section 7-20E-18, NMSA 1978
Compilation is required to dedicate to the county-supported Medicaid fund “an. amount equal
to a gross receipts tax rate of 1/16 of one percent applied to the taxable gross receipts tax
reported during the prior fiscal year by persons engaging in business in the county.” For the
first half of FY07 the County complied with this statute through an arrangement with
University of New Mexico Hospital (UNMH). ‘University Hospital transferred the equivalent
of 1/16 percent gross receipt tax from revenues it received to comply with the statute.
During the second half of FY07 the County imposed a 1/16 percent increase in gross receipts
tax to comply with the ordinance and to relieve UNMH from the obligation. The County will
continue to impose the tax in FY08 which will generate approx1mately $10 million annually.

Oz‘her At June 30 2007, the County is commltted to $23 219,864 - under construct1on
- contracts for capltal assets. : ‘ ‘ : :

C.J omt_ ventures

Regional Juvenile Detention Center. The Regional Juvenile Detention Center (RIDC) was
~ established by a joint powers agreement between Bernalillo, Sandoval, and Valencia counties
on June 26, 1996.. The County managed and operated the facility, which was the primary
* juvenile detention center for Sandoval and Valencia counties and served as the adjunct to the
County’s Juvenile. Detention Center. Sandoval and Valencia counties .contributed one
hundred percent of the operating costs of RIDC. The County received a seven percent
administrative fee for its management services.

On June 26, 2007 Ithis_ jeint powers .'agreement ‘was terminated with Administrative
Resolution AR 45-2007. Valencia County pulled out of the agreement. - Valencia County
now houses their juveniles through a Cost of Care Agreement with Bernalillo County.

A new joint powefe agi‘eemeht between Bernalillo and Sandoval County was approved at the
same meeting. The RIDC was moved to a unit at the newly named Bernalillo County
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- _Juvenile Detention and ‘Youth Services Center on July 1, 2007. Sandoval County funds the

--unit with a $944,768 budget. Bernalillo and Sandoval counties share cost of care revenues

- on-a 50/50 percent basis. -Valencia County now houses their juveniles through a cost of care
agreement with Bernalillo County.

Torrance  County/Bernalillo County Regional Landfill. = The County and the Torrance
- County Solid Waste Authority (TCSWA) entered into a joint powers agreement on April 21,
1998 for the construction and operation of a regional landfill. The County contributed
- $633,000 toward the initial costs of acquiring, constructing, designing, developing, and
- 'equlppmg the facility, which constitutes its total equity interest. The County s ownership
interest is commensurate with the proportion of funds it provided. It is the intent of the
parties to establish ttppmg fees in an amount sufﬁment to recover all of the operating costs of
the landfill.

Upon termination of the agreement, assets and surplus funds ‘will be distributed pro rata
between the partles in accorda.nce w1th thelr then existing ownership interests.

: ?TCSWA w111 operate the facllxty and is designated as the fiscal agent. The financial report
- of the Torrance County/Bernalillo County Regional Landfill can be obtained from the
- Torrance County Solid Waste Authority, 515 Allen Street, Estancia, New Mexico 87016.

D Retlree Health Care Act

The Retlree Health Care Act (Act) (Chapter 10, ‘Article 7C NMSA 1978) provides
comprehensive core group health insurance for persons who have retired from certain public
-services in New Mexico. The Retiree Health Care Authority is the administrator of the plan.
The purpose is to provide eligible retirees, their spouses, dependents, and surviving spouses
and dependents with health insurance consisting of a plan, or optional plans, of benefits that
can be purchased by funds flowing into the Retiree Health Care Fund and by co-payments or
out-of-pocket payments of eligible retirees. Monies flow to the Retiree Health Care Fund on
a pay-as-you-go basis from eligible employers and eligible retirees. Eligible emplb'yers
consist of institutions of higher education, school districts, or other entities participating in
~ the Public School Insurance Authority, state agencies, state courts, magistrate coutts,
“municipalities or counties, which ' are - affiliated under or covered by the Educational
- Retirement Act, Public Employees Retirement Act, Volunteer Fxreﬁghters Retlrement Act
- Judicial Retirement Act, or the Magistrate Retlrement Act

Eligible retirees are: (1) retirees who make contributions to the fund for at least five years
prior to- retirement and whose eligible employer during that period of time made
contributions as a participant in the Retiree Health Care Act on the person’s behalf, unless
that person retires before the employer’s NMRHCA effective 'date, in which event the time
period for contributions becomes the time between the employer s effective date and the date
-of retirement; or (2) retirees deﬁned by the Act who retlred prior to July 1, 1990; and former
legislators who served at least two years.
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-Each participating employer makes contributions to the fund in the amount of 1.3 percent of
each participating employee’s annual salary. Each participating employee contributes to the
fund an employee contribution equal to .65 percent of the employee’s annual salary. Each

- participating retiree pays a monthly premium for the medical plus basic life plan and an
additional participation fee of five dollars ($5.00) if the eligible participant retired prior to the
employer’s NMRCHA effective date or is a former legislator and made no contrlbutlons to
the plan : :

Contributions. from participating employers and participating employees become the property
of the Retiree Health Care Fund and are not refundable under any circumstances, including
termination of employment or termination of the participating employer’s operation or
participation in the Retiree Health Care Act. The employer, employee, and retiree
contrlbutlons are required to be remitted to the Retiree Health Care Authority on a monthly
basis.

The Retiree Health Care Authority issues a separate, publicly avallable aud1ted ﬁnanc:lal
report that includes post employment benefit expenditures of premiums and claims paid,
participant contributions (employer, employee, and retiree), and net expenditures for the
fiscal year. The report also includes the .approximate number of retirees participating in the
plan. That report may be obtained by writing to the Retiree Health Care Authority, 4308
Carlisle Blvd NE, Suite 104, Albuquerque, New Mexico 87109.

For the fiscal year ended June 30, 2007, the County remitted $933,930 in employer
contri_butions and $466,970 in employee contributions to the Retiree Health Care Authority.

: _As a phase I govemment the County will have to 1mplement GASB 45 in FYOS and is in the
process of determining the effect of this pronouncement.

E. Public employees’ retirement system

Plan Descrtptton Substant1ally all of the Bemahllo County full-tlme employees part1c:1pate
in a public employee retirement system authorized under the Public Employees Retirement
Act (Chapter 10, Article 11 NMSA 1978). The Public Employees Retirement Association
(PERA) is the administrator of the plan, which is a cost-sharing multiple-employer defined
benefit retirement plan. The plan provides for retirement, disability benefits, survivor
benefits and cost-of-living adjustments to plan members and beneficiaries. PERA issues a
separate, publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to PERA, PO Box 2123,
Santa Fe, New Mexico 87504-2123.

Funding Policy. Plan members are required to contribute 9.15-16.65% of their gross salary
and the County is required to contribute 9.15-21.25% depending upon the division of the
gross covered salary. The contribution requirements of plan members and the County are
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established under Chapter 10, Article 11 NMSA 1978. The requirements may be amended

- by acts of the legislature. County contributions are currently required for PERA retirees that
- return 1o work and retirees are required to contribute after their salary reaches $25,000. The
County’s contributions to PERA for the years ending June 30, 2007, 2006, and 2005 were
$9,292,843, $7,088,026, and $6,532,575 respectively equal to the amount of the required
contributions. for each year. In accordance with Chapter 10, Article 11, Section 5 NMSA
1978, the County has elected to make contributions of seventy-five percent of its employees’
member contributions under the General-management, blue collar, white collar, sheriff, fire
and Juvenile Detention Center (JDC) plans. The following table outlines the divisions the

. County participates.in and the contributions for the year ending June 30, 2007.

Employee : Emplover

- Covered Division Percent’ Dollars Percent Dollars
General-management, blue ' o _
++ collar and white collar 13.15% $5,174,638 9.15% - $3,600,603
~ General-other ' 9.15 20,415 9.15 ' 20,417
Sheriff A 16.30 - 1,971,039 18.50 02,237,075
Fire - 1620 - 1,040,513 21.25 1,364,869
JDC ' ' '16.65 2,069,884 16.65 . 2,069,880

VL Slgmﬁcant effects of subsequent events

On- August 14, 2007 the County sold $10,400,000 of general ob11gat10n bonds that were
approved by voters on November 7, 2006. The bonds mature in serial amounts from August 1,
2014 through August 1, 2027. Interest rate coupon amounts range from 4.00 percent through
4.54 percent.

On October 16, 2007 the County sold $8,400,000 of general obligation bonds that were approved
by voters on November 2, 2004 and November 7, 2006. The bonds mature in serial amounts
from August 1, 2013 through August 1 2027. Interest rate coupon amounts range from 4.00
percent through 4.35 percent . ' '
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